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people, events, techniques
Basic American Rights Threatened by Data Banks, Professor Warns
At Senate Hearing; Government Witnesses Deny Infringements
Testimony — both pro and con —
on the computer’s efficiency in
amassing dossiers on individual
Americans — their private lives,
their debts, their sex habits, their
job records, their political inclina
tions — continued to accumulate in
Washington last month as Senator
Sam J. Ervin Jr.’s Subcommittee on
Constitutional Rights completed
four weeks of hearings on the use
of government and private data
banks.
Meanwhile, a group of computer
professionals in New York issued
a call to arms to their own col
leagues to prevent such data ac
cumulations on private individuals.
“Whether he knows it or not,”
Professor Arthur R. Miller of the
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University of Michigan Law School
told the Senate subcommittee,
“each time a citizen files a tax
return, applies for life insurance or
credit cards, seeks Government
benefits, or interviews for a job,
a dossier is opened under his name
and an informational profile on
him is sketched.”
Custodians won’t guard public

Professor Miller warned that the
Government has extended its sur
veillance and information gather
ing activities to such an extent
that the basic American rights of
“privacy, speech, assembly, associa
tion, and petition of government”
are being threatened.

“It is simply unrealistic to as
sume that the managers or pro
prietors of computer systems —
government or private — will take
it upon themselves to protect the
public against misuse of the data
in their custody,” Professor Miller
said.
Robert P. Henderson, associate
group vice president of Honeywell
Information Systems, told the sub
committee that both Government
and business have responsibilities
to protect the right of individuals
to determine for themselves what
information is to be communicated
about them to others.
Mr. Henderson pointed out that
information in a computer is safer
than information stored in a file
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cabinet. He outlined several de
vices computer manufacturers have
devised to prevent unauthorized
use of computer files. Among these
are codes and a variety of per
sonal identification and password
systems. Fingerprint scanners, pic
ture phones, and voice-print an
alyzers are under study to deter
mine their feasibility for keeping
files secure, he said.
But data file security is only
part of the picture, Mr. Henderson
said. New legislation is needed to
give the right to privacy the same
status as the rights to life, liberty,
and property, he added.
“I would urge upon every user
who maintains a data base that he
exercise concern over the matter
of privacy and security at the very
beginning of the system design
stage,” Mr. Henderson advised.
“Building concern for the problem
into the system from the very first
is much more effective and more
economical than adding devices
or altering the system after it has
been installed.”
Systems called essential

One of the few staunch sup
porters of computerized data banks
to appear before the subcommittee
was Dr. Robert R. J. Gallati, direc
tor of the New York State Identifi
cation and Intelligence System. Dr.
Gallati believes such systems are
“essential for the administration of
criminal justice” and that, with
adequate security, they can be op
erated without unreasonable inva
sion of privacy. Security is main
tained in the New York system by
limiting the users, restricting the
type of information programed,
forbidding unauthorized disclosure,
and allowing individuals to see
and correct their own files.
While many of those who testi
fied before the subcommittee urged
new legislation to restrict the in
formation gathered about a person,
Assistant Attorney General William
H. Rehnquist said the Justice De
partment would oppose any legis
lation that would limit its ability
to gather information.
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“Self-discipline on the part of
the executive branch will provide
an answer to virtually all of the
legitimate complaints against ex
cesses of information gathering,”
Mr. Rehnquist said.
Another Administration repre
sentative, Secretary of Health, Edu
cation and Welfare Eliot L. Rich
ardson, noted that the increased use
of social security numbers to iden
tify citizens did produce a potential
danger. “The potential for invasion
of privacy or breach of confiden
tiality of information lies not in the
use of the number itself, but rather
in how the organization uses com
puterized collections of data which
are indexed by the number.”
Secretary Richardson noted that
while some people believe the issu
ance procedure for social security
numbers should be tightened to
make the numbers more reliable
identifiers, others express concern
“about increased risks of invasion
of privacy that may result from the
existence of a universal identifier,
particularly in computerized data
exchange.”
While in Washington the Sena
tors were listening to organization
executives discuss possible action to
limit data gathering, a group clos
er to computer operations was
meeting in New York. The threeyear-old group called Computer
People for Peace was meeting to
discuss how data handlers can limit
the formation of electronic dossiers.
Michael Fought, editorial direc
tor of two computer magazines,
told the group, “The data bank is
your fight—you are the ones who
can stop it. . . . There’s no way
data banks can run without you.
. . . How many of you know what
the information you’re programing
is really being used for? Find out.
If it’s something you don’t approve
of, say so.”
While members of the group re
commended passage of laws limit
ing the types of information that can
be collected, other more militant
solutions were suggested. One sys
tems analyst said, “You can’t tell
me that we can’t scratch files clean.
I could wipe out a thousand peo

ple’s work in one night by writing
through one program.”
Dow Chemical Corp.’s Midland,
Michigan, data research computer
center has already felt the wrath of
knowledgeable protesters, The Wall
Street Journal reports. With the aid
of circular magnets about the size
of a quarter, data on 1,000 of Dow’s
tapes were erased by an antiwar
group.
The Journal also reports that last
year a Chicago underground publi
cation, Seed, counseled would-be
computer saboteurs to become com
puter operators and programers
for the institutions they want to
destroy. Seed also gave explicit di
rections on how to wreck comput
ers and erase tapes.

Environment, Population
Needs Must Precede

Expansion: Rockefeller
Basic limitations must be set on
the United States economic system
for the sake of environment, John
D. Rockefeller 3rd, chairman of the
President’s Commission on Popula
tion Growth and the American Fu
ture, told The Conference Board
recently.
“In both the population and en
vironmental fields, we now increas
ingly understand that the harvest of
unrestrained growth is pollution,
social unrest, the manifest break
down of essential services,” Mr.
Rockefeller said. “A true account
ing, I believe, would show that the
social effects of such growth are
now overwhelming the gains we
think we have made by a rising
sales curve.”
Mr. Rockefeller urged business
men to do “much more than busi
ness as usual.” He advised, “Busi
ness decisions of all kinds—indus
trial processes, waste disposal, the
development of new products, the
way products are packaged—in
creasingly will have to take into
account possible effects on en
vironment.”
Management Adviser

Introducing the Litton ABS/1241.
This brand-new electronic accounting
computer offers you up to 4 times
the memory capacity of comparable
Burroughs, NCR and Friden machines.

The Litton ABS/1241 is the most advanced
medium-priced electronic accounting ma
chine on the market today. It can give you
complete in-house data processing—with
many capabilities formerly available only
on computers costing much more.
Compare these features:
The Litton ABS/1241 can use its capacity
of 2000 totals after all programming for
internal storage of client data. It can ac
cumulate internally the totals necessary
for complete client financial statements,
which are then printed automatically in
a single, unattended operation.
The Litton ABS/1241 can sort input data
internally in any order you specify and
from this information produce any num
ber of separate reports. Each report is
complete in detail and in whatever se
quence you require. For the accountant,
this feature offers distinct advantages es
pecially in the preparation of detailed
general ledgers and financial statements
for your clients. Also it eliminates costly
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clerical effort and expense of extra equip
ment needed for the preparation and pre
sorting of punched cards.
The Litton ABS/1241 can print at 35 char
acters per second—the fastest in its class
— for maximum throughput per dollar.
The Litton ABS/1241 has a stationary
printer with split platen, continuous forms
feed, and front ledger chute—to give you
the forms handling flexibility for the most
complex accounting functions.
The Litton ABS/1200 series also includes
other machines which offer many more
features than competitive machines, too.
In fact, of the accountants who check
into Burroughs, NCR, Friden and Litton
ABS, more and more buy Litton.
So before you or your clients buy any
computer, look into the Litton ABS/1200
series. We think you'll be glad you did.
Call Joe Morrison at 201-935-2200, or
your local Litton ABS office, or send the
coupon today.

LITTON
ABS
automated business systems
Litton ABS
P. O. Box 228
Dept. AGY-18
Rutherford, New Jersey 07070

Please send me information on the new Litton
ABS/1241.
Name _____________________________________

Title_______________________________________

Company_________________________________
Street_____________________________________

City/State/Zip____________________________
Telephone____________________________
MS-5

COMPARE LITTON ABS
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Business and government must
examine our economic system qual
itatively as well as quantitatively,
he continued. “Reconsideration of
our methods of measuring progress
should really begin at the national
level where the GNP dominates.
Efforts in Washington to develop
ways of measuring social progress
have not yet been successful, but
they persist and should be encour
aged. It is a difficult problem but
it must be addressed by govern
ment and industry,” he said.
Although Mr. Rockefeller said
he is optimistic about the future,
he warned, “Unless we take the
initiative now, we may find we
have waited until it is too late, that
we are forced to act at the direc
tion of some authoritarian figure
or under pressure from revolu
tionary factions.”

Plea for Better

Nonprofit Management
Made by Anthony
In nonprofit organizations the
top man is often a distinguished
figurehead, but not necessarily a
competent manager, Dr. Robert N.
Anthony told members of the Bos
ton University Master of Business
Administration Association Febru
ary 19.
“The boss should be the manager
—the man who actually gets things
done,” Dr. Anthony, a Harvard
Business School professor and for
mer Assistant Secretary of Defense
(Comptroller), said.
Nonprofit organizations are ham
pered because they cannot evaluate
their effectiveness in terms of prof
it, he pointed out. Also there is
little competition to stimulate the
nonprofit organization. According
to Dr. Anthony, the officers of these
organizations are often political ap
pointees, and the governing boards
are largely honorary and generally
weak.
Dr. Anthony believes that top
management salaries in nonprofit
organizations should be doubled so
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that they would be commensurate
with their counterparts in the busi
ness world. At the lower manage
ment levels they do match equiv
alent positions in the private sector.
Because of the nature of the non
profit organization the average cit
izen “feels that any salary higher
than his own is some sort of polit
ical plum,” Dr. Anthony said. There
is a great need “for greater public
recognition of the management
role,” he concluded.

Modern Schools Fail

To Educate Students for

Work, Executive Says
The business community must
help the public education system
relate more closely to the U.S.
economic system, John D. Backe,
president and chief executive offi
cer of General Learning Corpora
tion, told an audience at Massa
chusetts Institute of Technology’s
Alfred P. Sloan School of Man
agement.
General Learning Corporation,
Morristown, New Jersey, is the ed
ucational affiliate of General Elec
tric Company and Time, Inc.
“The education environment of
today is not preparing our children
to go to work or to make an intelli
gent choice about the kind of oc
cupation they wish to pursue,” Mr.
Backe declared. “As a result, the
private industrial sector inherited
and continues to inherit an increas
ing problem of high turnover and
high training expense.”
According to Mr. Backe, “It has
always been our ideal that educa
tion would prepare our children to
take their places in society, and in
most cases” [that] “meant finding
a job.”
The public education system
leaves many students “dangerously
unprepared for much of anything,”
Mr. Backe said. He believes that
some students quit school because
they feel it is not relevant to the
real world.

It is up to business to bring
about a change in education, he
asserted. “We must demand im
proved vocational programs in our
high schools to assure better in
formed and trained workers for
industry,” he said. “Business must
press for greatly expanded cooper
ative education, for all students, as
the only way to undo the segrega
tion of academic and non-academic
students, and businessmen must
get more actively involved in the
instructional processes.”
The programs and ideas neces
sary for a change in education are
available, but the funds are not, Mr.
Backe reports. He believes that
individual and corporate taxes,
which are used to support the
educational system, should carry
with them the right for individuals
and business to have a strong voice
in the system’s operation and set
ting of objectives.

Small-Firm President

Cites Guidelines for
European Expansion
Size should not deter a company
from entering the European mar
ketplace, James K. Sweeney, pres
ident of Computer Machinery Cor
poration, Los Angeles, told the
American Management Associa
tion’s Annual International Finance
Conference. The conference was
held in New York February 22
through 24.
Mr. Sweeney advised that once
a company determines that it has
an innovative technological ad
vantage and that there is a signif
icant market potential or manufac
turing advantage in Europe, it
should enter the foreign market.
He cited his company’s experi
ence: CMC entered Europe as a
13-month-old company with 75 em
ployees. After two and a half years,
it now has over 500 employees.
CMC originated the KeyProcess
ing System, a computer-controlled
data entry system. Since entering
Management Adviser

Europe, CMC manufactures, sells,
and services its input equipment in
England and maintains sales and
service facilities in France. In the
near future, it plans to enter Italy,
West Germany, and the Scandina
vian countries.
“Although our move into Europe
was expensive it could have been
more expensive—and riskier, later,”
Mr. Sweeney said. Research showed
market conditions were favorable
for CMC’s entry. Also, the firm’s
small size provoked less concern on
the part of governments and labor
unions than would that of a giant
firm, whose every move generates
economic repercussions, Mr.
Sweeney explained.
There are disadvantages to be
considered before entering the Eu
ropean marketplace, Mr. Sweeney
cautioned: first, a company’s lack
of experience in European ways of
business, second, the immediate
drain on limited capital, and, fi
nally, variations within the Euro
pean market. These variations in
clude laws, degree of governmental
involvement, monetary policies,
transportation facilities, and atti
tudes toward work.
“CMC hires only nationals, from
the head of the company on down
the line,” Mr. Sweeney said. “Peo
ple are more effective in their en
vironment. The subtle nuances of
doing business overseas which trip
up many Americans are second na
ture to nationals.”
Mr. Sweeney cautioned against
retaining overseas sales agents,
however. “Whether the business
goes well or poorly agents often
become a problem. In case of suc
cess, the agent’s contract may make
it difficult for the company to es
tablish its own sales network. If the
product fails, the agent may de
mand the large compensatory pay
ment that is frequently provided for
in his contract,” he said.
Mr. Sweeney gave some pointers
for the critical period before the
new operation is launched. “Adopt
a low profile and blend into the
business environment of the host
country. Play by that country’s
rules,” he said.
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The new Electronic Document Detector scans all envelopes to ensure that all
documents, checks, money orders have been extracted.

Automatic Mail Opening, Search Equipment

Said to Save Some Companies $50,000 Yearly
Mechanical devices to automate
the most prosaic of office jobs—
opening and sorting incoming mail
—are now being offered by a new
comer to the office machine indus
try, the United States Envelope
Company.
U. S. Envelope, which has set up
a new Mail System Division to de
velop and sell its Syste-Mail proc
ess, points out that American busi
ness loses millions of dollars a year
because manual methods of open
ing mail do not ensure that all
checks and payments are removed
from the envelope. This causes a
90- to 150-day delay in getting pay
ment, a thoroughly irritated cus
tomer, and untold processing and
billing time for the company which
misses the original payment.
The new system uses an elec
tronic scanner which checks each
discarded envelope to make quite
sure all contents have been re
moved.
“There is no equipment compet
itive to the document detector,”
said A. Lincoln Burns, president of

United States Envelope, “and sav
ings from a single $15,000 machine
can exceed $50,000 a year for firms
with a daily mail volume of 50,000
pieces.”
Also included in the new system
is a machine which opens and
counts mail and one that sorts it.
The sorter, which can read mag
netically coded designations either
inside or outside the envelope, is
felt to have especially promising
applications for mass solicitations
for multimagazine publishers, and
the manufacturers are discussing
possible extension to proxy mail
ings.
The opener/counter works twice
as fast as any competitive machine
and also opens envelopes by a mill
ing and grinding process rather
than the slicer used in conventional
machines, so that employees’ fing
ers can’t be cut by sharp paper
edges.
The document detector, which is
the most unusual unit in the system,
scans discarded envelopes, after
they have already been handled
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manually, at the rate of 500 a min
ute. “It prevents the loss of checks,
IBM cards, statements, stocks,
bonds, and other valuable docu
ments,” said Homer Gowing, man
ager of the new Mail Systems Divi
sion, “while saving the large
amount of correspondence and
paperwork caused by such losses.
An organization with heavy incom
ing mail volume can expect an av
erage recovery rate of one over
looked document for each 2,000
‘empty’ envelopes searched.”
The Internal Revenue Service is
an obvious customer for devices of
this type, and a document detector
has already been installed at the
IRS Service Center in Chamblee,
Georgia.
The machines were developed
by Homestead Facilities, Inc., for
the Internal Revenue Service. Since
United States Envelope had a
much more experienced marketing
organization than Homestead and
was also familiar with mailroom
problems, the new division has
been organized under the auspices
of United States Envelope to han
dle marketing.

Search Firm Says
Executive Job Hunting

Dropped at End of ’70
The last three months of 1970
showed a 17 per cent decline from
the previous quarter in the number
of job-hunting top and middle man
agement executives, reports Handy
Associates, a New York manage
ment consulting firm specializing
in executive search.
This makes the last quarter the
lowest point of executive mobility
in 1970.
According to Handy’s calcula
tions, the first quarter of 1970 had
36 per cent more executives on the
market than 1971 does to date. But
the first quarter of 1970 had over
50 per cent more available execu
tives than the same period of 1969.
James R. Clovis, Handy Associ
ates vice president for executive
search, feels the recent drop in the
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number of job seekers might have
been even more significant “were
it not for a group of ‘hard-core ex
ecutive unemployables’ arising out
of cutbacks in the aerospace, de
fense, and electronics industries.
These people are going to face
tough sledding unless they can
adapt their backgrounds to less spe
cialized industries,” he said.
Mr. Clovis explained that hiring
plans are now proceeding after
nearly a year of corporation job
cutbacks or just holding the line.
“They’ve been expecting a sudden
upturn in the economy which just
hasn’t come as yet. Burdened with
a continued soft demand, overpro
duction, and a limited cash flow,
many of them have been forced to
pare executive staffs to the bone,”
he said.
The executives he has observed
to be most vulnerable are those
who are near retirement age and
whose responsibilities could be as
sumed by lower-paid subordinates
and those in supportive services.
Also research and new venture ex
ecutives and the general managers
of troubled companies are on shaky
ground.
“The position of the general man
ager is somewhat of a paradox. He
continues to be in extremely high
demand but also is extremely vul
nerable. Some firms consider him
a miracle worker and unless he
performs those miracles by revers
ing losses, he’s out. There are com
panies that have gone through as
many as four general managers in
the past year,” Mr. Clovis said.

practices were observed. Some of
these were: keypunch operators
who frequently left their machines
to get small, unscheduled batches
of work; supervisors who were un
aware of individual performance or
“normal” production; formats that
forced operators to search for outof-sequence data; and insistence on
a rigid policy of 100 per cent veri
fication despite the fact that most
information was noncritical.
“Computer users of all sizes may
save 20 per cent to 30 per cent or
more of their current keypunching
costs by increasing operator pro
ductivity, reducing verification, im
proving scheduling, or acquiring
new equipment,” Lybrand says.
While manufacturers of keypunch
replacements promise savings of
from 10 to 50 per cent of data entry
costs, an individual appraisal of a
company’s requirements, correlated
with a detailed analysis of the crit
ical factors, is necessary before ac
tual efficiency gains and cost sav
ings can be estimated, Lybrand
asserts.
The Newsletter mentions one
company that “reduced errors to
one-fifth of the previous level, in
creased operator productivity by
25 per cent, brought back in-house
work (which had been done by a
service bureau), and decreased its
work force without changing its
key-tape equipment,” simply by
applying basic production and
schedule controls and revising
formats.

Computer Terminals Will
Some Data Entry Costs

Grow Four Times by ’75,

Could Be Cut 20-30%,

Diebold Research Says

Lybrand, Ross Reports

By 1975 more than four times as
many computer terminals will be
in use as are currently employed, a
recent Diebold Research Program
Study reports. Two million ter
minals will then be in operation.
Organizations requiring signifi
cant volumes of input data will be
forced to switch from more tradi
tional data entry devices for sev

Management in many companies
is overlooking opportunities for 2030 per cent reductions in data entry
costs, the March issue of the Ly
brand Newsletter reports.
During recent Lybrand, Ross
Bros. & Montgomery engagements
a variety of inefficient keypunching
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eral reasons, the researchers found.
Large users can expect their input
volume will more than double by
1975. Also, labor costs for keyboard
operators and clerical personnel
will increase while the cost of ter
minal equipment will decrease.
The Diebold researchers also
point out that there will be increas
ing demands for higher speeds in
capturing data, processing them,
and obtaining responses. The de
velopment of digital networks will
allow more data communications
facilities to be established, and the
cost of digital data communications
will decrease. According to the re
searchers, the decreasing cost of
minicomputer systems will affect
the cost of terminal controllers,
which will increase the potential
for local processing capability.
According to the Diebold study,
“Keypunch, keytape, and optical
character recognition hinder the
advancement of computer applica
tions.” On the average 18 per cent
of the data processing budget is
spent on the keypunch department,
and in some cases as much as 40
per cent, the researchers state.
Three to five times the expense
of keypunching is allocated to sup
port expenses, and there is a five
per cent annual increase in key
punch operating costs. The Die
bold group predicts, however, that
companies with small computer
systems and data volume will con
tinue to use keypunches.
Larger companies have not yet
made the switch to terminals for
several reasons, the study group
states. These include a narrow view
of costs considered for new com
puter applications; inadequate ex
ploration of the problems of con
trolling input from remote sources;
the EDP staff’s inclination to pro
pose those new systems that cause
the minimum amount of disruption;
and, finally, the users’ indecisive
ness as to what they want from
their terminals.
The Diebold Research Program
is a continuing study of the impact
of change in management and in
formation systems on todays deci
sions and planning.
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The Model 85 is intended to replace a keypunch machine.

Two Low-Cost Data Entry Units to Replace

Keypunch Machines Shown by Canadian Firm
Two computer-based systems,
the Model 85 and the Model 145,
designed to replace keypunch ma
chines in preparing data for proc
essing, have recently been intro
duced by Consolidated Computer
Ltd., Toronto.
“At $100 and less per keyboard,
the Model 85 is the lowest-price
shared-processor system available
and is directly competitive with
keypunch costs,” Jeffrey M. Don
ahue, head of Consolidated’s U. S.
operation, said.
The Model 85 is designed for
high-volume operations and the

Model 145 is for remote communi
cations tasks. They employ a mini
computer and keyboard devices to
enter and edit data through an in
termediate storage device to mag
netic tape.
The Model 85 Key-Edit system
also has a supervisor’s console and
a minimum of 20 keystations. The
Model 145 is able to communicate
over telephone lines to another sim
ilar system or directly to a central
computer. It may use four to seven
keystations.

Used Computers Called

World’s Largest Class
The Seventh Annual AICPA

Conference on Computers will
be held in Boston at the Mar
riott Motor Hotel May 24-26.

For information, write Noel

Zakin, AICPA, 666 Fifth Av
enue, New York, N.Y. 10019.

Of Capital Equipment
Used computers now represent
the largest single class of capital
equipment in the world, All About
Used Computers, a recently re
leased study, declares.
The study, according to the pub
lisher, covers all aspects of the
used computer, treating it as a cap
ital goods item.
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According to The Boston Com
puter Group, Inc., computer con
sultants and the study’s publisher,
“The complex free market for used
computers establishes often predict
able discounts on equivalent new
computer equipment still being
shipped ranging from under 25 per
cent to 75 per cent of new value.”
The report examines potential
business opportunities in the used
computer market, goes into depth
on how to buy and how to sell a
used computer, and analyzes the
projected price levels of computers
by vendor, equipment model, size,
and estimated future demand, The
Boston Computer Group says.
The study is available from The
Boston Computer Group at 15
School Street, Boston, Mass. 02108.

Three Accounting Firms

Listed in Top Ten
Computer Data Sources
“List three manufacturers you
would consider contacting if you
were planning to buy hardware
consulting,” Modern Data recently
suggested to 5,000 of its readers in
a survey. While IBM was the or
ganization most frequently listed,
several CPA firms were also men
tioned.
The 1970 Brand Awareness Sur
vey results have just been released
by Modern Data Services, Inc.,
Framingham, Mass., a computer
market research firm. The survey
is based on the replies of 1,020
Modern Data readers.
The hardware consultation ques
tion received 142 answers. IBM,
Auerbach, Honeywell and BCA
ranked first, second, and tied for
third, respectively. However, tied
for tenth place were Arthur An
derson, Haskins & Sells, and Price
Waterhouse. Respondents also men
tioned Lybrand, Ross Bros. & Mont
gomery, and Touche, Ross & Com
pany.
The survey was conducted for
the first time last year. This year
14

is the first time the tenth-place ac
counting firms appeared in the
rankings.
Covered in the second annual
survey were 54 specific types of
computer hardware, software, EDP
supplies, and accessories. Accord
ing to Robert A. Sykes, research
director of Modern Data’s infor
mation products division, the most
significant findings were in the
product category “Computers for
Business Data Processing.”
Mr. Sykes points out that IBM’s
first place score of 32.2 per cent
of the mentions in this category
remained unchanged from the pre
vious year. While Honeywell re
mained in second place, its per
centage of total mentions dropped
from 15.9 to 14.6. Univac remained
in third but dropped from 12.1 per
cent of the mentions to 12.0. RCA
was the biggest gainer in the sur
vey, moving from sixth to fourth
place by nearly doubling its per
centage of mentions, from 6.0 per
cent to 11.2.
Copies of the survey are avail
able at $12.00 each from Modern
Data Services, Inc., Information
Products Division, 3 Lockland Ave.,
Framingham, Mass. 01701.

Bad Questions, Outdated

Programs Hamper

Sampling, Consultant Says
Traditional market forecasting
techniques fail because the wrong
people are asked the wrong ques
tions and outdated computer pro
grams are used for purposes other
than those for which they were
originally developed, Herbert W.
Davis, management consultant,
said in the Drake Sheahan/Stewart
Dougall Inc. March newsletter.
Mr. Davis cites the case of a
turnpike which was not producing
the revenues anticipated. In initial
sampling truckdrivers had been
asked which routes they would
drive. Since the drivers follow dis
patchers’ orders, the routes the driv

ers would pick had little bearing
on reality, and the sample proved
to be a poor forecaster.
“Firms that have had problems
with judgment techniques and sam
pling techniques are likely to have
trouble with statistical forecasting
techniques, too,” Mr. Davis writes.
“The reason for this is that the
most widely used statistical fore
casting technique today is expo
nential smoothing, a modified mov
ing average technique that was de
veloped to suit the special needs
of parts manufacturers and de
signed around the severe storage
limitations of second generation
computers. For all its virtues, ex
ponential smoothing today is wide
ly oversold as the answer to all
forecasting problems.”
More advanced computers and
management sciences have devel
oped newer techniques, which,
when properly applied, can pro
duce sound forecasts, Mr. Davis
advised. The newer techniques in
clude curve fitting, regression anal
ysis, true moving averages, and
time series analysis.
Mr. Davis’ firm, Drake Sheahan/
Stewart Dougall, has developed a
proprietary statistical forecasting
technique, “Curfit,” which uses the
least squares approach to fit a se
ries of complex mathematical
curves to historical sales data, he
reports.
A three-step approach to market
forecasting was used by Mr. Davis’
firm for a client in the apparel field.
First, early market intelligence was
gathered from a balanced sample
of stores, suppliers, and salesmen.
Then a “barometer store” plan
sampling was done to determine
the buying intentions of fashion
buyers in key markets. Finally, the
“Curfit” statistical forecasting tech
nique was used.
“The blending of the two fore
casting techniques [marketing and
statistical] has worked well for this
firm,” Mr. Davis writes. “The
secret, of course, is a highly disci
plined approach to the marketing
research stages, coupled with ad
vanced mathematical techniques in
the statistical phase.”
Management Adviser

Linowes Proposes New Funding, Measurement Program for

Government Social Programs in New York Times Article
“To accomplish what must be
done in the social sector—to pro
duce people-oriented, individualcentered results urgently needed—
we will have to create a totally new
discipline: what I call Socio-Eco
nomic Management,” David F.
Linowes, national partner of Lav
enthol Krekstein Horwath & Hor
wath, wrote in an article that ap
peared in the New York Times
March 14.
“Socio-Economic Management is
a logical extension of socio-eco
nomic accounting, which can be
defined as the measurement and
analysis of the social and economic
consequences of governmental and
business actions on the public sec
tor,” he explained.
Mr. Linowes suggested that to
better treat social ills funds should
be allocated to programs on the
basis of how well they achieve their
goals. He proposed the formation
of councils, composed of social sci
entists, accountants, and business
management executives, to exam
ine to what extent existing pro
grams are qualitatively and quan
titatively meeting their stated ob
jectives.
The socio-economic management
councils would see how well one
area was handling a problem as
compared to other areas of equal
economic and social status. The
councils would cut across disci
plines and geographic areas to
make these comparisons, Mr. Li
nowes explained in a phone con
versation.
Ideally, governmental appropria
tions committees would rely heavily
on the councils’ decisions. Funds
would be allocated according to
comparative performance except
that instead of giving the area that
has been least successful in solving
a problem the most money, as is
now done, the area that had best
worked the problem out would be
awarded the largest amount. Cuts
would also be made on the basis
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of comparatively poor program
performance.
“In business, companies watch
the successful competition and
copy from it: That’s what would
be encouraged in the public sector
with socio-economic management,”
Mr. Linowes said. “We would be
applying a market concept to the
public service.
Just as in the marketplace cus
tomers have their choice, “the public
sector organizations should attempt
to create a choice for their clients,”
Mr. Linowes said. He points out
the O.E.O. is trying out this ap
proach in a few communities where
children are given vouchers to en
able them to attend whichever
school they prefer, be it public or
private. In effect, this should result
in selective support of the better
schools.
Five criteria set

In Mr. Linowes’ Times article he
recommends that fund-granting en
tities for social agencies and pro
grams apply five socio-economic
management principles :
“1. Clearly identify as standards
for measurement, when making fund
appropriations, those objectives for
which the social program or agency
exists.
“2. Keep changing the mix of
resource inputs—that is, the kind
of things being bought with the
budgeted funds—until satisfactory
results are achieved.
“3. Many qualitative measure
ment standards already exist in the
social, education, and welfare areas,
but arc being overlooked in assess
ing the results of operation of these
non-busincss organizations. They
should be used.
“4. For all social agencies and
programs, identify the people who
are supposed to be the recipients
and develop procedures for choices
by the clients.
“5. Establish a regular program

of socio-economic audits by inde
pendent outsiders.”
Mr. Linowes suggests that socio
economic management councils be
set up at every level of govern
ment. A problem a local council
might tackle would be preparing
ghetto high school dropouts for col
lege entrance. The council would
research the problem and then de
sign a system to obtain the desired
results.
Quantitative standards err

Too often “the old numbers game
is being played” when government
applies quantitative standards to
the public sector, he says. “Consid
er, for example, welfare programs,
where allocations are mostly based
on the number of people fed,
clothed, and housed,” Mr. Linowes
writes. “Shouldn’t the standards be
concerned with making people selfsufficient, self-respecting, employ
able?”
He suggests that poverty pro
grams apply some of their resources
to setting up trade training centers.
These would be operated in con
junction with government-support
ed, ghetto-resident-owned small in
dustry complexes. The products
turned out would be subsidized by
a poverty program until the plants
were running efficiently and could
meet competition on their own.
“The people being aided will be
working for what they get,” Mr.
Linowes points out.
“The American accounting pro
fession and business managementworking in tandem for the first
time with social scientists—have all
the know-how needed to begin a
‘turn around’ for the public sector.
Together they can create social in
vestments that can finally begin
showing desperately needed profits:
improving the quality of life in the
United States,” Mr. Linowes con
cludes.
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‘Job Design’ Concept
Drawing More Adherents,

Board Reports
Many firms are attempting to
make jobs more meaningful and
challenging with job design, the
Conference Board reports in a re
cently released study.
So far most job design has been
conducted on an experimental basis
with small groups of nonmanage
rial employees, but the firms hope
to expand the application in the
future, the Conference Board states.
The basic job-design techniques
the Board found being used in
clude: job rotation, moving em
ployees from one related task to
another to broaden their perspec
tives and skills; job enlargement,
expanding the scope of the job it
self; job enrichment, making the
basic task more demanding and
giving the employee more plan
ning and managerial control over
the job; and work simplification,
step-by-step examination of the job
to eliminate unnecessary or dupli
cated tasks and improve methods
for doing the job.
“Today’s work force is indeed a
new breed,” Conference Board
President Alexander B. Trowbridge
pointed out when the study was re
leased. “People are less easily con
trolled, less dependent, less submis
sive and passive, less willing to
work ‘harder and smarter’ despite
greater material rewards, improved
working conditions, and better
trained and enlightened supervi
sion. People at work don’t appear
to be ‘motivated,’ and the carrotand-stick formula for motivation
doesn’t always seem to work too
well. Many managers and behavi
oral scientists have come to rec
ognize that the missing element of
motivation to work may lie in the
character of the work itself.”
Job-design techniques assume
most jobs can be improved and
that job content is related to job
satisfaction. Job design also as
sumes that motivation and produc
tivity are inextricably linked and
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that man seeks and needs meaning
ful work, the Conference Board
states.
The Board cited the structural
barriers to the adoption of job-de
sign programs: lack of sufficient
skills or aptitudes for the employee
to take on more demanding work;
technology which cannot be radi
cally changed; profit squeezes that
cannot stand the temporary produc
tivity dips that often accompany
job changes; and union resistance
or lack of interest.
There are also attitudinal bar
riers to job design, the Board said:
implementing job design without
overall organizational development;
failure of management to give ade
quate priority to job design; lack
of professional guidance to bridge
the gap between theory and prac
tice; leaving job design to super
visors and assuming that it is a
routine and expected part of their
job.
The author of the Conference
Board study is Harold M. F. Rush,
senior management research spe
cialist at the Board.

New NCR System Can
Produce Flow Charts
Comprehensive flow charts are
produced by a new applied com
puter programing system, NEAT
FLOW, developed by NCR for its
Century Series computers.
NEATFLOW can generate flow
charts on a standard NCR Century
computer printer from programs
written in NCR’s NEAT/3 lan
guage. The charts show the func
tional relationship of sequential
steps to be executed by program
commands. NEATFLOW also pro
duces a formatted data listing and
an alphabetical reference listing.
The system flowcharter describes
up to eight input and eight output
files for each program in the sys
tem. It also provides descriptive
text for system and program ex
planation.

‘Job Enrichment’ — as

Against Simplification —

Advised For ’70s
To succeed in the 1970s organ
izations must more effectively util
ize their human resources to achieve
greater productivity and lower
operating costs, Roy W. Walters,
president of the consulting firm of
Roy W. Walters & Associates, told
the New York Chapter of the Bank
Administration Institute March 12.
Mr. Walters recommends “job
enrichment” because, he said, it
leads to increased productivity and
improved quality of performance
as well as a reduction in employee
turnover, absenteeism, and lateness.
His consulting firm has implement
ed job enrichment programs at The
Chase Manhattan Bank, The Bank
of New York, and Bankers Trust.
[Job enrichment is the varying
of assigned tasks, the opposite of
job simplification.]
“By restructuring the daily tasks
of hundreds of bank employees and
building into their jobs greater op
portunity for responsibility, achieve
ment, and advancement, the proc
ess of job enrichment is providing
motivation through the work itself.
As a result, these banks are realiz
ing increased output, improved pro
duction quality, better employee
morale, and dramatic cost savings,”
he declared.

Physical Distribution
Oversold in Past,

Transit Group Hears
In the ’60’s the concept of
physical distribution was “sold
without really thinking out the im
pact of its implementation in real,
live business organizations,” Ward
E. Fredericks, vice president, man
agement services, for Massey-Fer
guson Inc., told a professional
transportation group recently in
Des Moines.
Management Adviser

Physical distribution, the totalview approach to the transporta
tion, handling, and storage of prod
ucts, has been implemented at
Massey-Ferguson but with a stepby-step approach, Mr. Fredericks
reports.
Organizations are resistant to
change, he points out. A distribu
tion executive typically comes into
an overlap situation with his com
pany’s marketing, manufacturing,
and financial executives. “Any rev
olutionary approach which disrupts
their control and their ability to en
sure today’s operation is going to
meet with substantial resistance, ei
ther active or passive.”
The distribution executive is also
confronted with already existing ac
counting and information systems
that were designed to serve an or
ganization without a physical dis
tribution department, Mr. Freder
icks notes.
He suggests that the new distri
bution executive should apply his
distribution ideas to solving a fun
damental problem, either in part or
as a whole. “Formulate your rec
ommendations and put together a
‘do-able’ project that will take a
maximum of four to six months.
Sell it; then do it; and do it success
fully,” Mr. Fredericks suggests.
Then pick another project and han
dle it in the same way, he advised.

clients had been influenced to in
vest or not invest on the basis of a
company’s social concern.
Little pressure reported

“Generally speaking,” Trends re
ports, “while the analysts felt that
in the Seventies there was going to
be greater emphasis on social pro
grams, their primary concern was
the program costs in terms of dol
lars and cents. They added that
there had been little or no pres
sure on them by clients to seek out
companies which were socially ac
tive. Some admitted unfavorable
publicity would temper their judg
ment in terms of timing on a com
pany report.”
The newsletter concludes, “In
other words, dollars and cents, not
morality, continued to play the ma
jor role in their research activities.
However, most agreed social re
sponsibility will play a larger role
in the Seventies.”
Was the same once predicted for
the Sixties?

Expansion Seen in
Four Electronic Areas
By IEEE Speaker

Social Issues? Income
Comes First, Say

Investment Analysts
How important to potential in
vestors is a company’s position on
the major social problems of the
day? Not very, the March issue of
Trends in Management/Investor
Relations reports.
Trends, a publication of Georgeson & Co., New York, collected the
opinions of more than a dozen
analysts on whether social respon
sibility had a legitimate role in se
curity analysis and if any of their
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The era of very low-cost (VLC)
electronics is approaching and with
it the electronic wonders predicted
over the past 20 years, Dr. Arthur
M. Bueche, GE vice president of
research and development, de
clared.
Dr. Bueche made his statement
to the International Convention of
the Institute of Electrical and Elec
tronics Engineers held in New York
March 22-25.
“We are learning how to make
fantastically sophisticated electronic
components and devices, perhaps
not yet with quite the ease of
stamping metal or molding plastic,
but with unprecedented speed and
precision,” Dr. Bueche told the
IEEE.

He noted that over the past two
decades tremendous investments in
research and development have
been made. “Now we are entering
the decade of the payoff for these
past investments,” Dr. Bueche said.
VLC electronics coupled with
new kinds of sensors will lead to
“inexpensive little thinking ma
chines that can sense what is going
on, use their limited but sufficient
logic to interpret the consequences,
and then make practical decisions
for continuing, stopping, or modi
fying the activity that originally
triggered the thinking process,” he
predicted.
Four areas stressed

Dr. Bueche forecast that industry
will expand its involvement in the
new electronics in four areas: com
bining man-amplifiers with numer
ically controlled machines for flex
ible automation; developing auto
mobile driving safety aids; apply
ing electronics to industries and oc
cupations currently using little of
it; and following the entire product
life cycle, from manufacture to dis
posal.
He pointed out that sophisticated
new lighting systems are already
being used in factories that grow
living plants. These factories also
employ new sensors and specif
ic-intelligence devices for envi
ronment sensing and new power
conditioning techniques to control
light, heat, humidity, and other
variables.
Dr. Bueche predicted that teach
ing and learning will be revolution
ized by electronics within the dec
ade. He also said electronics will
be used in the home to order and
stock goods and groceries, pay bills,
retrieve all kinds of information,
and make available entertainment
to suit varying personal tastes.
“I truly believe,” Dr. Bueche con
cluded, “that if we redirect our
technologies—and our attitudes to
ward the use of technologies—in
the proper way, the new electron
ics revolution based on VLC can
vastly increase freedom of choice
for people everywhere.”
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Honeywell Introduces

Six Large-Scale
EDP Systems
Six large-scale data processing
systems, the Series 6000, have been
introduced by Honeywell Informa
tion Systems.
The Models 6040, 6060, and 6080
are specifically designed for data
processing tasks that make heavy
use of COBOL programs for busi
ness-oriented applications. The
Models 6030, 6050, and 6070 are
designed for mixed scientific/engineering and business work and are
priced at a lower monthly rental
rate.
Included in the Models 6040,
6060, and 6080 is a built-in Extend
ed Instruction Set (EIS), which
provides several times the proc
essor speed found in the simpler
models of the 6000 line for busi
ness-oriented applications such as
inventory control, payroll, accounts
receivable, accounts payable, and
general ledger processing, Honey
well reports. EIS minimizes the
amount of memory required for
programs, Honeywell says, and
thus increases multiprograming
depth.
Remote and local batch process
ing, time sharing, remote access
and transaction processing, all us
ing the same data base of informa
tion, can be processed concurrently
on all six models to maximize the
use of systems and resources, Hon
eywell says.
The Series 6000 represents a first
venture in the top end of the com
puter market for Honeywell. “One
of the principal reasons for our
merger last fall with General Elec
tric was to increase our resources
to serve the large-scale segment of
the computer market on a world
wide basis,” C. W. Spangle, exec
utive vice president of Honeywell,
said. The merger was completed
October 1, 1970 (see M/S, JulyAug. ’70, p. 12).
Lease prices for the Series 6000
range from $21,200 per month for
a typical Model 6030 to more than
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$162,500 per month for a large
multiprocessor Model 6080. Pur
chase prices range from $1,000,000
to more than $4,500,000.
The Models 6030, 6050, and 6070
will be ready for delivery in July
while the 6040, 6060, and 6080 will
be available in the second quarter
of 1972.

General Electric Opens
Data Communications

Products Department
When General Electric merged
its computer operations with
Honeywell last year (see M/S JulyAugust ’70, p. 12) it initially ap
peared to be moving out of the
EDP field. However initial impres
sions are often deceiving and it
was soon learned that GE would
maintain—and even expand—its time
sharing operations. Now GE has
announced the establishment of a
new Data Communications Prod
ucts Department.

IBM Replies to RCA

Challenge with New
Medium-Size Computer
IBM has introduced a new me
dium-size computer, the System/
370 Model 135, that it says is up
to four and a half times faster in
ternally than its earlier System/360
Model 30. The new computer also
has nearly four times its predeces
sor’s memory capacity, IBM re
ports.
Late last year (see M/S, Nov.Dec. ’71, p. 16) RCA announced
the RCA 2, a computer which it
claimed had “three times the proc
essing power” of the IBM System/
360 Model 30. At that time RCA
also announced its new marketing
programs were aimed directly at
IBM’s customers.
“Computer users moving into ad
vanced data base and teleprocess
ing applications will find the Model
135’s combination of large data
capacity, high performance, and
low-cost communications features
ideal for their needs,” said Ralph
A. Pfeiffer, Jr., IBM vice president
and Data Processing Division pres
ident.

Total systems planned

“The new department will be
able to provide total systems de
sign for collecting, moving, and ac
cessing data over a network opti
mized to meet individual customer
needs,” GE states.
GE’s new department will have
total responsibility for the Termi
net 300 data teleprinter products
and the DigiNet product lines,
which include data modems, coup
lers, multiplexers, and concentra
tors.
Richard P. Gifford, general man
ager of the Communications Sys
tems Division, said, “This consoli
dation of the division’s data com
munications capabilities will allow
a more concerted thrust into the
numerous opportunities now devel
oping in the access to, or move
ment of, business information, in
cluding daily business transactions
and mail.”

MIS possibilities

“A bank with branches or a man
ufacturing firm that has remote
plants, for example, can expand to
a management information network
with the Model 135 more econom
ically than ever before,” he main
tained.
Main memory sizes for the
Model 135 range from 96,000 to
240,000 characters of data. The
memory uses monolithic integrated
circuits rather than the more con
ventional magnetic cores. This re
sults in a faster and more compact
memory, IBM claims.
Monthly rental for typical con
figurations of Model 135 will range
from $9,870 to $22,600. Purchase
prices will range from $475,000 to
$1,068,000. First customer ship
ments are scheduled to begin in
May, 1972.
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Weekly Payroll System
Announced for Use

With Philips Unit
Philips Business Systems, Inc.,
has introduced a weekly automatic
payroll system for use with its
P-353 business-oriented minicom
puter.
Up to seven categories of taxes
and as many as nine types of fixed
deductions can be calculated auto
matically for each employee, Phil
ips claims. The payroll system gen
erates completed checks, itemized
stubs, payroll journal entries, and
updated employee earnings rec
ords. It also makes out required
941A and W-2 forms.
“The program can be of great
benefit to middle-size businesses
and decentralized departments
plagued by a scarcity of trained
personnel and constantly rising ad
ministrative overhead costs,” Arthur
L. Hanrahan, president of Philips,
said.
The payroll system is available
at a lease cost of $20 per month.
Depending on selected options, the
P-353 office computer leases for
$300 to $400 per month and sells
for $14,990 to $22,990.

statements and audit by exception.
This practice provides the vendor
with a means of controlling driver
theft, MSI points out.
Using MSI’s system, the indivi
dual store transcribes data from
standard format delivery forms to
the MSI-100 daily. The informa
tion is then transmitted to the data
processing department, where it is
processed through an edit run and
compared against the actual deliv
ery forms, referenced on an excep
tion basis only, to resolve invalid
entries and discrepancies. Weekly
a list of unresolved discrepancies is
prepared. The remaining valid
data is processed through the regu
lar general accounts payable bal
ance forward file, MSI says.
Several lists are produced by the
MSI-100 which are updated week
ly. These include item master file
lists, store master file lists, vendor
master file lists, and current ven
dor allowance and discount lists,
the company says. MSI claims the
system is adaptable to any retail
level operation involving the move
ment of merchandise.

IBM Builds New

Model With Old
Direct Delivery System
For Retail Store

Accounting Developed
A new system of direct delivery
accounting for retail-level store
operations has been developed by
the MSI Data Corporation, Mont
clair, California, for use with its
MSI-100 Electronic Ordering Sys
tem.
According to MSI, the system
collects and processes information
on merchandise shipped and billed
at the store level and eliminates
the task of matching store and
vendor invoices by hand.
Each retailer pays according to
his receipts, MSI explains. The ven
dor may then choose not to send
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Computer Parts
A new computer model has been
added to IBM’s relatively old 360
line. Portions of the new Model 22
are reconditioned elements of earli
er models.
IBM calls the Model 22 “a gen
eral purpose computer that com
bines intermediate-scale data proc
essing capabilities with small-sys
tem economy.” It operates under
IBM’s Disk Operating System.
The Model 22 is available in two
main-storage sizes, 24,576 bytes
and 32,768 bytes. One byte can be
placed or retrieved from main stor
age in 1.5 microseconds, IBM re
ports.
Typical monthly rental for a
Model 22 with 24,576 bytes of main
storage is about $5,600, and the

Many Chicago area banks are install
ing this simple TRW computer system
by which tellers flashing a central
office get an immediate signal show
ing whether there are sufficient funds
to cover a check.

purchase price is about $246,000.
First scheduled customer delivery
is in July.
Since June IBM has introduced
four models in its System/370 line.
This line promises users quicker
processing, but purchase prices
start at about $475,000.

BUSINESS
OPPORTUNITY
Nationwide organization with
highest credit rating seeks part
nerships with established corpora
tions.
Object: Provide help to minority
businessmen in form of capital and
management assistance. Minimum
investment by you: $150,000.
Affiliate of our organization will
match each dollar you put into
jointly-funded investment company
with two dollars, then leverage this
up to $2,250,000 with bank credit.
You charter company, manage it,
exercise full powers of decision
over its investments. We share the
satisfaction of seeing more hard
working, talented Americans
brought into the heart of the free
enterprise system as owners and
employers.
More than $50 million of our
funds committed to such joint ven
tures with more than 100 corpora
tions of all sizes. Excellent track
record.
Full details first letter. Reply in
confidence to: A. S. Venable, Direc
tor, Office of Minority Business
Enterprise. United States Depart
ment of Commerce, Washington,
D C. 20230.
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